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>» CORPORATE PROFILE 


Senvest Capital Inc. and its subsidiaries 
have business activities in merchant 
banking, asset management, real estate, 
printing and electronic security. 


>» ANNUAL MEETING 


The Annual Meeting of Shareholders 
will be held in the Ritz Carlton Hotel, 
1228 Sherbrooke Street West, 
Montreal, Québec 
on June 1, 2000 at 10 a.m. 
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> FINANCIAL HIGHLIGHTS 4x48 BUSI ta {oa 2R6 


Selected Financial Data 
(in thousands, except per share amounts) 


| 

| Years ended December 31 

| 1999 1998 1997 1996 1995 

| $ $ $ $ $ 

| Summary of Operations 

| ‘Total Revenues ae O7 1 10,342 16,500 15,062 £5,535) 
Net Earnings . 2 18 3,019 8,303 6,315 6,805 
Net Earnings Per Share 1.91 1.08 2.89 2.09 Jeger 

Financial Data 

‘Total Assets 68,421 60,861 59,199 S277 49,377 

| Shareholders’ Equity 47,368 44,149 42,138 39503 30,280 
Dividends Per Share Oot 0.15 0.15 0.15 0.12 


: >» COMMON STOCK INFORMATION 


The Company’s shares are listed on the Toronto Stock Exchange under the symbol SEC. 


1009 1998 
$ $ 

Fiscal Quarter High Low High Low 
First 11.50 10.60 15.60 12.00 
Second 11.50 10.50 15.70 14.55 
Third 11.40 ie 15.45 10.00 
Fourth 12:25 11.40 11.50 10.50 

Total Assets Shareholders’ Equity Book Value Per Share 


($ thousands) ($ thousands) (S$) 


60,861 
68,421 
44,149 
47,368 
17.94 


52,577 
30,280 
10.08 
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> MANAGEMENT’S DISCUSSION AND ANALYSIS 


Senvest Capital Inc. (Senvest) recorded much improved results for the 
fiscal year 1999 due to a strong second-half performance. Consolidated 
revenues for the year were $13,971,258 compared to $10,342,331 in the prior period. 
Net earnings were $5,213,329 versus $3,019,457 in 1998. Earnings per share 
increased to $1.91 from $1.08 per share in the previous year. 


Results of Operations 


The market environment for small and mid-cap companies strengthened during 
the year and has continued into the new year. Gains on equity holdings increased to 
$6,282,468 from $4,895,076 in 1998. Book value per share increased to $17.94 per 
share from $15.90 and shareholders’ equity reached $47 million. 


Senvest is focused on expanding its merchant banking activities and related core 
holdings in both private and public companies, as well as in emerging industries that 
will lead the global economy. These operations now fall under the mandate of our 
wholly owned subsidiary, Senvest International L.L.C. (International), located in 
New York City. International has research and merchant banking capabilities and is 
able to exploit opportunities in the U.S. and abroad more efficiently. Its merchant 
banking activities are mainly geared to companies ranging in size from start-ups to 
mid-cap. These activities include providing financial and market related support as 
well as finding additional financial backers and strategic partners through contacts in 
the merchant banking industry. It also uses its extensive network of relationships and 
in-house research capabilities to add value to these holdings. A base portfolio of 
publicly traded securities is maintained as a means of providing liquidity for move- 
ment into either merchant banking activities or expanding core holdings. During 
fiscal 1999, International also became a registered dealer member of the National 
Association of Security Dealers (NASD). 


In 1999, we continued to take part in providing early stage financing and or mer- 
chant banking support to several private companies. Over the last five years we have 
primarily concentrated on technology, communications and Internet related busi- 
nesses. Some of the companies Senvest has backed include: inShop.COM, a provider 
of retail sale and promotional information over the Internet; TTROIKA Networks, 
provides server cluster and IP communications to storage area networks; Skydesk, 
provides fully automated off-site data storage over the Internet; Althea, provides 
advanced technologies and services for DNA isolation and quantification; LiLit.com, 
develops software to facilitate electronic commerce; and eraterequest.com, provides 
a one stop marketplace for global shipping. 


International, through its Senvest Fund Management enterprise, also manages 
a fund, Senvest Partners, for institutions and high net worth individuals. ‘The fund 
invests primarily in small cap publicly traded equities. Less than three years old, 
the fund had over $39 million under management at December 31, 1999 and was 
up 151 percent since its inception in April 1997. 


Pennsylvania Properties Inc. (PPI) is another wholly owned U.S. subsidiary. It 
invests as a limited partner in selected properties and has built up a portfolio of real 
estate investments primarily in California and Massachusetts. In fiscal 1999, three 
properties were sold or refinanced and three new properties were added. ‘Total real 
estate holdings increased 26.7 percent to $9.4 million and income from real estate 
holdings increased to $3.27 million from $1.64 million the previous year. We 


continue to search for attractively priced properties that meet our criteria and we 
expect to be able to add to our holdings in the year 2000. 


The Trenmore Printing subsidiary recorded a loss in fiscal 1999. Although reve- 
nues increased to $3.6 million, pressure on margins continued throughout the year. 


Under a 1997 agreement, further to an original licence with Sensormatic 
Electronics Corporation, the Company continued to receive payments from 
Sensormatic based on sales of its commercial and industrial product lines in Canada. 


ticity and Capital Resources At December 31, 1999, Senvest had consolidated assets of 
4 e | Resources | $68,421,500 and liabilities of $21,032,231. Equity holdings totaled 


$53,715,234, including $45,756,722 of shares with quoted value. These shares with 
quoted value had a market value of $87,005,864 at year-end. Cash and cash equiva- 
lents were $3,057,526 and real estate holdings totaled: $9,436,451. 


Senvest has diversified holdings with various levels of participation in both public 
and privately held companies. The largest of these holdings at year-end were DSP 
Group, Astral Communications and Vical. 


DSP Group is an Israeli-based fabless semiconductor company. It develops and 
markets digital signal processing (DSP) cores and integrated solutions for the wire- 
less telephony and other communications markets. Astral is one of Canada’s major 
communications companies. Its main operations are in broadcasting, including 
English and French specialty, pay and pay-per-view television services as well as 
radio. Vical is a San Diego-based biotech company. It is focused on the development 
and licensing of pharmaceutical product candidates based on its patented naked 
DNA gene delivery technology. 


On June 9, 1999, Senvest commenced a new normal course issuer bid to purchase 
a maximum of 158,000 of its own common shares before June 8, 2000. The 
Company has purchased 137,400 common shares at an average price of $11.55 
during 1999, including 83,900 common shares under the new issuer bid. 


The Company did not experience any Y2K problems as it entered into the new 


year. Senvest does not anticipate any problems in the future due to this transition. 


Work is progressing on our new website at www.senvest.com. We hope to have it 
up and running in the near future. Through this site one will be able to access our 
annual and interim reports as well as other information about the Company and its 
activities. 


The Company’ financial strength continues to grow each year. A solid financial 
position enables Senvest to pursue new and larger business opportunities and remain 
focused on long-term value. 


hits yn #F 


Victor Mashaal 
Chairman of the Board and President 


April 2000 


(This statement supplements the detailed information presented in the Consolidated Financial Statements and Notes.) 
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>» AUDITORS’ REPORT TO THE SHAREHOLDERS 


W; have audited the consolidated balance sheets of Senvest Capital Inc. as at December 31, 
1999 and 1998 and the consolidated statements of earnings, retained earnings and cash 
flows for the years then ended. These financial statements are the responsibility of the company’s 
management. Our responsibility is to express an opinion on these financial statements based on 
our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. 
Those standards require that we plan and perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the company as at December 31, 1999 and 1998 and the results of its opera- 
tions and its cash flows for the years then ended in accordance with Canadian generally accepted 
accounting principles. 


Prtuntirheucftorpay LL 


PricewaterhouseCoopers LLP 
Chartered Accountants 
Montreal, Canada 


February 29, 2000 


> MANAGEMENT REPORT 


he financial statements for the fiscal year ended December 31, 1999, were completed by 

the management of Senvest Capital Inc., reviewed by the Audit Committee and approved 
by the Board of Directors. They were prepared in accordance with accounting principles gen- 
erally accepted in Canada and are consistent with the corporation’s business. 


The company and its subsidiaries maintain a high quality of internal controls, designed to pro- 
vide reasonable assurance that the financial information is accurate and reliable. The information 
included in this Annual Report is consistent with the financial statements contained herein. 


The financial statements have been audited by PricewaterhouseCoopers LLP, the company’s 
auditors, whose report is provided above. 


Lites (le 7G 


Victor Mashaal 
Chairman of the Board and President 
Senvest Capital Inc. 


March 31, 2000 


> CONSOLIDATED BALANCE SHEETS 


Assets 
Cash and cash equivalents 
Equity holdings (note 3) 
Real estate holdings 
‘Trade accounts receivable 
Inventories 
Capital assets (note 4) 
Other assets 


as at December 31 


Liabilities 
Bank advances (note 5) 
Due to brokers 


Accounts payable and accrued liabilities 


Non-controlling interest 


Shareholders’ Equity 
Capital stock (note 6) 


Retained earnings 


Signed on behalf of the Board, 


Miats fm *7 


V. Mashaal, Director 


VW Oan2f 


F. Daniel, Director 


1999 1998 

$ $ 
3,057,526 2,408,978 
53,715,234 48,630,655 
9,436,451 7,453,171 
580,428 794,027 
246,863 132,236 
295,822 432,780 
1,089,176 1,009,256 
68,421,500 60,861,103 
5,854,050 8,742,445 
13,250,510 7,085,605 
1927771 837,837 
21,032,331 16,665,887 
20,878 46,207 
3,774,563 3,964,239 
43,593,728 40,184,770 
47,368,291 44,149,009 
68,421,500 60,861,103 


> CONSOLIDATED STATEMENTS OF EARNINGS 


For the years ended December 31 


1999 1998 
$ $ 
Revenue 
Sales 4,415,889 3,808,806 
Income from real estate holdings 3,272,901 1,638,449 
Gain on equity holdings and other income 6,282,468 4,895,076 
13,971,258 10,342,331 
Operating costs and expenses 
Cost of sales and selling, general and 
administrative expenses 6,944,625 6,290,449 
Interest and bank charges 961,909 665,523 
Amortization of capital assets 162,244 149,053 
Foreign exchange gain (467,154) (463,459) 
7,601,624 6,641,566 
Earnings before income taxes and 
non-controlling interest 6,369,634 3,700,765 
Provision for current income taxes (note 7) 1,181,634 705,819 
5,188,000 2,994,946 
Non-controlling interest in results of a subsidiary D329) 24514 
Net earnings for the year Dad L529 3,019,457 
Net earnings per share ou 1.08 
Weighted average number of shares outstanding 2,725,439 2,801,805 


CONSOLIDATED STATEMENTS 
OF RETAINED EARNINGS 


Balance - Beginning of year 


Net earnings for the year 


Dividends 
Premium on repurchase of common shares (note 6 a)) 


Balance — End of year 


For the years ended December 31 


1999 
$ 


40,184,770 
5,213,329 


45,398,099 


407,635 
1,396,736 


1,804,371 
43,593,728 


1998 
$ 


38,106,139 
3, 0147, 


41,125,596 


422,374 
518,452 


940,826 
40,184,770 


>» CONSOLIDATED STATEMENTS OF CASH FLOWS 


Cash provided by (used in) 


Operating activities 
Net earnings for the year 
Adjustments for 

Amortization of capital assets 


New real estate holdings 


New equity holdings 

Proceeds on sale of equity holdings 
Decrease in trade accounts receivable 
(Increase) decrease in inventories 
(Increase) decrease in other assets 


/ 


For the years ended December 31 


Financing activities 

Increase (decrease) in bank advances 
Increase (decrease) in due to brokers 
Repurchase of common shares 
Dividends 


Investing activities 


Acquisition of capital assets 


Increase in cash and cash equivalents 


1999 1998 

$ $ 

See) 3,019,457 

162,244 149,053 
Net gain on sale of equity holdings (5,575,684) (4,069,066) 
Income from real estate holdings (3,272,901) (1,638,449) 
Non-controlling interest in results of a subsidiary (25,329) (24,511) 
Unrealized (gain) loss on foreign exchange 130,305 (460,269) 
(4,933,290) (3,899,685) 

Distributions received on real estate holdings 6,222,911 5,638,364 
(40,894,791) (53,303,624) 

35,185,896 62,967,586 

7a eyo 46,428 

(114,627) 27,106 

(79,920) 46,922 
Increase (decrease) in accounts payable and accrued liabilities 1,089,934 (340,649) 
(6,678,324) 8,158,663 

(2,888,395) 2,172,451 
12,394,707 (75322,228) 
(1,586,412) (586,386) 
(407,635) (422,374) 
Tk2,265 (6,158,537) 

(25,286) (17,354) 

Foreign exchange gain (loss) on cash held in foreign currency (160,107) S404 
648,548 2,070,266 

Cash and cash equivalents - Beginning of year 2,408,978 333,712 
3,057,526 2,408,978 


Cash and cash equivalents - End of year 
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>» NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the years ended December 31, 1999 and 1998 


1. BUSINESS ACTIVITIES 


The company derives its revenue from equity and real estate holdings, printing sales and royalties 
from commercial and industrial security systems. 


2. SIGNIFICANT ACCOUNTING POLICIES 


Principles of consolidation 


The consolidated financial statements include the accounts of the company and its subsidiaries, which 
have been accounted for using the purchase method. 


Management estimates 


The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets 
and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenue and expenses during the reporting periods. Actual results could 
differ from those estimates. 


Fair value of financial instruments 


‘The company has estimated the fair values of its financial instruments based on the current interest rate 
environment, related market values and current pricing of financial instruments with comparable terms. 
The carrying value of its financial instruments approximates their fair value, unless otherwise indicated. 


Cash and cash equivalents 


Cash and cash equivalents include cash on hand, bank balances and short-term highly liquid invest- 
ments with maturities of three months or less. 


Equity holdings | 
Equity holdings are carried at average cost except where there has been a provision for possible loss in 


value that is other than a temporary decline, in which case the holdings have been written down to 
recognize the loss. 


Included in due to brokers is the quoted amount of securities sold short at the date of the transaction. 
Provisions are taken where the market value of the underlying securities has increased. 


Real estate holdings 
Real estate holdings are valued using the equity method. 


Inventories 


Inventories are valued at the lower of cost and net realizable value. Cost is determined on a first-in, 
first-out basis. 


Capital assets 


Capital assets are carried at cost and are amortized on a straight-line basis at the rate of 10% for 
equipment and using the declining balance method at the rate of 20% for furniture and fixtures. 


Foreign currencies 


Monetary assets and liabilities denominated in a foreign currency including those of integrated 
subsidiaries are translated into Canadian dollars at the exchange rate prevailing at the balance 
sheet date and non-monetary assets at the exchange rates prevailing when the assets were 
acquired. ‘Transactions denominated in foreign currencies are recorded at the exchange rates pre- 
vailing at the transaction date. Gains or losses arising from the translation of foreign currencies 
are included in net earnings for the year. 


Consolidated statement of cash flows 


The company has retroactively applied the new recommendation of the Canadian Institute of 
Chartered Accountants regarding statements of cash flows. This new basis of presentation did 
not have any effect on prior years’ results or shareholders’ equity. However, certain comparative 
figures have been restated in order to comply with the new basis of presentation. 


Stock-based compensation plans 


The company has two stock-based compensation plans, which are described in note 6 b). No 
compensation expense is recognized for these plans when stock options are issued to employees. 
Any consideration paid by employees on exercise of stock options is credited to share capital. 

If stock options are repurchased from employees, the excess of the consideration paid over the 
carrying amount of stock option cancelled is charged to retained earnings. 


3. EQUITY HOLDINGS 


1999 1998 
$ $ 

Shares with quoted value (market value $87,005,864; 
1998 - $53,040,035) 45,756,722 42,068,468 

Senvest Partners Ltd. (market value $10,694,154; 

1998 - $4,922,642) 4,182,000 4,182,000 
Other equity holdings 3,710,512 2,380,187 
5347155234 48,630,655 


Senvest Partners Ltd. is a fund established by the company, in which the company is also a limit- 
ed partner. The company provides investment advisory services to Senvest Partners which had a 
net asset value of $39,197,000 as at December 31, 1999 (1998 - $16,297,000). 


4. CAPITAL ASSETS 
Capital assets and related accumulated amortization are classified as follows: 


1999 1998 

Accumulated 
Cost amortization Net Net 
$ $ $ $ 
Equipment 1,749,318 1,484,860 264,458 393,087 
Furniture and fixtures 114,351 82,987 31,364 39,693 
1,863,669 1,567,847 295,822 432,780 


5. COLLATERAL FOR BANK ADVANCES 


Certain equity holdings, having a carrying value of $2,551,298 (1998 - $2,989,076) and a fair market 
value of $11,268,801 (1998 - $12,447,861), inventories and trade accounts receivable have been 
pledged as collateral for bank advances. In addition, a first rank movable hypothec in the amount 

of $3,000,000 on all assets of the company has been granted as collateral. 


6. CAPITAL STOCK 


Authorized 
An unlimited number of common shares 


1999 1998 
Issued and fully paid $ $ 
1640 22 4commonehares 1GoR MT Rone) 3,774,563 3,964,239 


(a) During 1999, the company began a new normal course issuer bid to purchase a maximum of 
158,000 (1998 - 165,000) of its own common shares before June 8, 2000. Also during the year, 
the company purchased 137,400 common shares (1998 - 47,600) for a total cash consideration 
of $1,586,412 (1998 - $586,386). The excess of the consideration paid over the stated capital for 
these shares is presented as premium on repurchase of common shares in the statement of 
retained earnings. 


(b) The company has two fixed stock option plans which were established for employees and senior 
executives. Under the first plan, the company may grant options for up to 335,500 common 
shares, all of which to date have been fully granted. Under the 1999 stock option plan, the 
company may grant options for up to 270,000 common shares, of which 9,000 options have been 
granted to date. Under both plans options are granted at any time during the year and vest 
immediately. The exercise price of each option may not be less than the market price of the 
company’s stock on the day preceding the date of grant. An option’s maximum term is 10 years. 


Changes in the number of options outstanding were as follows: 


1999 1998 
Weighted Weighted 
Number of average Number of average 
options exercise price options exercise price 
$ $ 
Outstanding - 
Beginning of year 285,000 9.04 225,500 8.53 
Granted 59,500 11.40 59,500 11.00 
Outstanding - 
End of year 344,500 9.45 285,000 9.04 


Options exercis- 
able at year-end 344,500 285,000 


The following options were outstanding and exercisable as at December 31, 1999: 


Range of Number of Weighted average Weighted average 
exercise prices options remaining life exercise price 
$ (years) 
6.50 to 7.00 115,500 De 6.73 
9.75 51,500 4.0 D> 
11.00 to 11.40 177,500 7.0 11.13 
344,500 


7. INCOME TAXES 
The income tax rates differ from the basic Federal and provincial rates due to the following: 


1999 1998 

% % 

Basic Federal rate less provincial deduction DON 2951 
Combined provincial tax rate 16.7 16.7 
45.8 45.8 

Non-taxable dividends received | (1.1) (2.6) 
Non-taxable portion of capital gains ZZ) (5.8) 
Difference in foreign operations statutory income tax rates (26.9) (16.6) 
Unrecognized tax benefits - 2.8 
Other 29 (4.6) 
18.5 19.0 


8. COMMITMENTS 


The future minimum rental payments for leased premises under long-term leases are as follows: 


2000 $160,948 
2001 $101,636 
2002 $6,467 


9. SUPPLEMENTARY INFORMATION TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS 


1999 1998 
Cash paid for interest $59,304 $237,722 
Cash paid for income taxes $577,703 $588,084 


10. UNCERTAINTY DUE TO THE YEAR 2000 ISSUE 


The Year 2000 Issue arises because many computerized systems use two digits rather than four 
to identify a year. Date-sensitive systems may recognize the year 2000 as 1900 or some other 
date, resulting in errors when information using year 2000 dates is processed. In addition, simi- 
lar problems may arise in some systems which use certain dates in 1999 to represent something 
other than a date. Although the change in date has occurred, it is not possible to conclude that 
all aspects of the year 2000 Issue that may affect the company, including those related to the 
efforts of customers, suppliers, or other third parties, have been fully resolved. 
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>» BOARD OF DIRECTORS 


* VICTOR MASHAAL 


Chairman of the Board and President 
Senvest Capital Inc. 


RONALD G. ASSAF 


Chairman of the Board 
Sensormatic Electronics Corporation, 


UES: 


FRANK DANIEL 


Secretary- Treasurer 
Senvest Capital Inc. 


* DONALD E. DUNN 


Business Executive 


* DANIEL KINGSTONE, Q.C. 


Barrister and Solicitor 


* Member of the Audit Commitee 
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